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Ideas From Leading Experts

Trend Watch
With proper portfolio management,
retirees need not panic when interest
rates continue to fall. Portfolio manage
ment is more than getting the highest
rate of return. It is getting the best bal
ance of risk and return given the retiree’s
risk tolerance. Retirees’ major concerns
are steady cash inflows and the fear of
exhausting their principal. A portfolio of
fixed annuities, mortgaged-back securi
ties, utility stocks, and bond and stock
mutual funds can provide reasonable
monthly cash inflows whether interest
rates are rising or falling. Although
changing interest rates will cause princi
pal fluctuations of the portfolio, retirees
need not worry because these fluctua
tions will have a minimal impact on
their cash inflows. Also, some principal
fluctuations are beneficial, such as the
increase in the price of growth, interContinued on Page 2

Planner Wins Two
Excellence Awards
The Planner recently won the 1992
APEX award (Awards for Publication
Excellence) in the nonprofit external
newsletters category and honorable mention
in the best overall newsletter category in the
1992 Effie Award for Newsletter Excellence
competition. It was the second consecutive
year that the Planner won an APEX award.
Over 3,600 entries were considered by
Communications Concepts, the sponsor of
the APEX competition, and the Planner was
one of 500 entrants to receive an award. The
Effie Award for Newsletter Excellence com
petition was sponsored by Editors’ Forum
Publishing Co. ♦

in

Financial Planning

State PFP Legislative
Activity Heats Up
The summer of ’92 might have been the
rainiest and coolest on record, but many
state legislators felt the heat generated from
financial planning legislative activity. There
has been significant activity on the registra
tion and regulation of financial planners.
Measures that would have imposed registra
tion and/or regulation requirements on CPAs
who hold out as financial planners were
introduced and subsequently voted down in
Arizona (HB 2252), California (AB 3159),
Colorado (HB 1005) and Missouri (HB 1024
and 1500). See the April/May 1992 issue of
the Planner for background information.
Language in both the Colorado and Missouri
proposals contained an exclusion for CPAs.
Other state legislative activity include:

■ Maryland: SB 691 was enacted into law
amending the investment adviser regula
tion. It maintains the solely incidental
provision but requires, under certain cir
cumstances, CPAs who hold out as
financial planners to register as invest
ment advisers. The regulations will
determine the circumstances. This law
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1993 Personal Financial Planning Technical Conference —
Wealth Creation and Preservation: Where to Be in ’93
“I work hard for my money. How can I
get my money to work hard for me?” How
often have you heard your clients ask
this question? As their financial adviser, your
clients will turn to you for assistance in
creating, managing and preserving their
wealth. In today’s stagnant economy, wealth
creation and preservation can be a real
challenge for CPAs. Attending the 1993
Personal Financial Planning Technical
Conference on January 11 -13 at the Loews

AICPA PFP Division

Coronado Resort in San Diego can help you
meet that challenge.
The conference theme is “Wealth
Creation and Preservation: Where to Be in
’93.” Over a three-day period, you can
attend sessions that will help you help your
clients create and preserve their hard-earned
wealth. You can also attend sessions or
workshops that can help you improve the
Continued on Page 2
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Trend Watch

1993 Personal Financial Planning Technical Conference
Continuedfrom Page I

Continuedfrom Page 1

national and natural resource sector
funds which have historically grown at a
rate exceeding inflation. As a financial
planner, it is important to note that there
is no ideal asset allocation mix for every
retiree. A planner needs to consider the
retiree’s risk tolerance, cash flow needs,
investment preferences and special
circumstances. Considering these factors
and selected investment vehicles, a
planner can structure a portfolio that will
provide a balance of risk and return,
steady cash inflows and protection against
inflation for the retiree client. Personal
Financial Planning, September/October
1992, pp. 7-10.

Beware of insurance sales illustrations.
They are designed to provide an estimate
of how the insurance product might
perform over time. Despite cautionary
warning, clients believe that a sales illus
tration is a promise or guarantee of the
insurance carrier’s future performance.
Thus, clients are disappointed when the
life insurance policy’s performance does
not match the estimates in the illustra
tion. Therefore, it is important for CPAs
to understand the limitation of sales illus
trations in evaluating insurance products
and to appropriately advise their clients.
Sales illustrations are unreliable because
they are based on estimates about future
performance of unpredictable events.
Rather, insurance products should be
evaluated on their carrier’s past perfor
mance. To help CPAs understand sales
illustrations, the Life Insurance Ques
tionnaire (IQ), created by the American
Society of CLU & ChFC, can be helpful.
The IQ is available through the society
by calling (215) 526-1000. Trusts &
Estates, September 1992, pp. 55-56. ♦

efficiency and profitability of your practice.
You will earn up to twenty-one hours of con
tinuing professional education credits.
There are forty-seven general and con
current sessions covering how to create and
preserve your clients’ wealth or how to
improve your practice. From this selection,
you can choose those sessions and work
shops that suit your own needs. Each session
will be conducted by a leading financial plan
ning expert. The workshops will allow you to
share your questions and thoughts with a
workshop leader and the other participants.

Wealth Creation
Besides covering different investment
vehicles and techniques (see August/ Sep
tember 1992 issue of the Planner), there are
a variety of sessions covering other wealth
creation topics. Deborah Walker, of KPMG
Peat Marwick, Washington, D.C., will
review the latest executive compensation
tools, such as tandem arrangements, secular
trusts and golden parachutes, and will help
you structure an incentive compensation
system for your clients.
Similarly, Bruce Temkin, of Louis
Kravitz & Associates, Encino, CA, will dis
cuss innovative strategies for maximizing
benefits and contributions to qualified retire
ment plans for the closely held and personal
service entity as well as offer strategies for
pre-59⅟2 and post-70⅟2 distribution planning.
Besides qualified plans, Earl East
man and Rolf Benirschke, of Eastman
& Benirschke, San Diego, CA, will show
why nonqualified plans, such as private
pension plans and deferred compensation
plans, are becoming attractive planning
tools for the ’90s.

Wealth Preservation
Preserving wealth is just as challenging
as accumulating it. Jeffrey Radowich, of
Ober, Kaler, Grimes & Shriver, Baltimore,

MD, explains how effective succession
planning can help preserve closely held
business owners’ wealth.
Ronald Linder, of Delanges, Mitchell &
Linder, San Francisco, CA, demonstrates
through a case study how to plan the one
million dollar estate and how to select the
appropriate tools and techniques.

Marketing Sessions
The key to a successful practice is a good
marketing plan. There are several sessions
and workshops that can help you better mar
ket you PFP services. Steven Levey, of
Gelfond Hochstadt Pangburn Stark & Co.,
Denver, CO, teaches you how to identify the
right market niche, how to become a spe
cialist and how to establish referral networks
to generate new business.
Earl Gottschalk of The Wall Street
Journal, Kathy Kristof of the Los Angeles
Times and Eric Dahlhauser of Carter, Young,
Wolf & Dahlauser, Nashville, TN, will
explain how you can promote yourself and
your firm by working with the media.
Gottschalk and Kristof will explain what
the media is interested in, what information
they need and how they develop story ideas
for their articles.

Networking Opportunities
In addition to the conference, there will
be opportunities to network with other
CPAs. The annual golf tournament, fun
run/walk and reception give you the oppor
tunity to renew or to make new friends.

PFS Exam
The AICPA Examination Division will
be conducting its January Personal Financial
Specialist (PFS) exam on January 10, 1993,
at the hotel site. If you are interested in sit
ting for the exam, call 1-800-TO AICPA
for additional information or application and
the PFS Candidates Handbook. ♦

PLANNER, October/November 1992, Volume 7, Number 4. Publication and editorial office: Harborside Financial Center, 201 Plaza III,
Jersey City, NJ 07311-3881. Copyright © American Institute of Certified Public Accountants, Inc. Opinions of authors and the AICPA staff
are their own and do not necessarily reflect policies of the Institute or the Personal Financial Planning Division.
Bernice Sobel, CPA
Editor

2

Phyllis Bernstein, CPA
Director

AICPA PFP Division

PLANNER
From the
Chairman’s Corner
What Have You Done
For Me Lately?
By Stuart Kessler, CPA/APFS
Stuart Kessler, Chairman of the American
Institute of CPAs Personal Financial Plan
ning Executive Committee, reviews recent
Division activities that address the needs
of PFP members.

We all know that familiar client refrain
“What have you done for me lately?” The
same is heard in membership organizations.
The leaders and administrative personnel
are constantly “under the gun to produce.”
The PFP Division is no exception. So this
column is devoted to giving you — our
members — a status report of what the
Division has been doing.

Legislative Activity
For the past few months, the PFP Division
and the AICPA have worked with members
of Congress, specifically the House Telecom
munications and Finance Subcommittee, to
successfully delete two objectionable provi
sions from a financial planning bill
introduced by Rep. Rick Boucher (D-VA).
One provision would have given investors a
private right of action to sue their advisers for
fraud. The other would have given the
Securities and Exchange Commission rule
making authority to interpret the provisions
of the Investment Advisers Act of 1940. This
provision could have put the accountants’
exclusion in jeopardy.
At press time, the House has not voted on
this bill, but you will be informed of the lat
est developments.
Practice Guidance
As previously reported in this column,
the PFP Executive Committee is in the
process of releasing its first Statement on
Responsibilities in PFP Practice: Basic Per
sonal Financial Planning Engagement
Functions and Responsibilites.
I wish to thank those people who took
the time to send their comments on the
draft proposal. Your letters were received,

reviewed and evaluated. Many of the sug
gested comments were incorporated. I hope
you will be pleased with the revised state
ment approved by the PFP Executive
Committee. This statement will provide you
with the necessary guidance in conducting
PFP engagements. Many of you are already
following most of the recommendations
outlined in this statement. The official state
ment will be mailed to members in the fall.

New Specialty Designation
In response to accredited personal finan
cial specialists’ request to shorten their
designation’s name and acronym, the Spe
cialization Accreditation Board approved
the name change of the PFP designation.
Effective January 1, 1993, it will be called
Personal Financial Specialist (PFS). The
new name is easier to remember and easier
to say. A public relations campaign targeting
the public and the media is being developed
to launch the new name.
Until recently, the PFS designation had
the distinction of being the only specialty
designation offered by the AICPA. But this
has changed. A new specialty designation,
Business Valuation Specialist (BVS), was
added to the specialty program when the
Board of Directors approved the establish
ment of BVS at its September meeting. The
PFP Executive Committee supported the
creation of BVS and encourages the estab-

lishment of other specialty designations.

Promotional Activities
The Division conducted a direct mail
campaign promoting PFP section member
ship and the APFS examination. As a result,
the Division received more than 550
requests for information about the section
membership and the APFS exam. On Sep
tember 25, 162 CPAs sat for the APFS
examination. There are already 30 CPAs
registered for the January 1993 exam. Also,
the Division received about 300 telephone
requests for the APFS list. Undoubtedly, the
APFS designation is gaining in recognition
by CPAs and the public.
PFP Technical Conference
For the past few months, the Division has
been finalizing and promoting the 1993
Annual PFP Technical Conference on Janu
ary 11-13, 1993, in San Diego. The
conference will focus on wealth creation
and preservation, a major concern of clients
in this double-dipped recessionary economy.
You will find the sessions stimulating and of
high quality. You are encouraged to attend
and bring your spouse or friend.
I hope I have answered the initial ques
tion: “What have you done for me lately?” If
not, to paraphrase Abraham Lincoln, we try
to please most of the members, most of
the time. ♦

Accounting Educators Gather to Learn about PFP
By Curtis C. Verschoor, CPA/CFP
Curtis C. Verschoor, professor of account
ing, DePaul University, Chicago, Illinois,
and an immediate past member of the
American Institute of CPAs Personal
Financial Planning Executive Committee,
reports on a PFP seminar designed for
accounting educators.

The American Institute of CPAs Per
sonal Financial Planning Executive
Committee believes that accounting educa
tors play an important role in preparing
today’s accounting students to be tomor
row’s CPA financial planners. In fact, the
Committee supports activities, such as CPE
seminars for educators, that will foster edu
cation in personal financial planning by

AICPA PFP Division

accounting and tax educators at colleges
and universities.
On August 9, the Division and Arthur
Andersen & Co. jointly conducted a PFP
seminar designed for accounting educators
for the American Accounting Association
(AAA) at its annual meeting in Washington,
D.C. The one-day seminar “Personal Finan
cial Planning Strategies for Accumulating
and Preserving Wealth” provided informa
tion about financial planning that
participants could use in their classrooms or
apply personally in achieving their own
financial goals. It also updated what was
happening in the Division and in the
accounting profession related to PFP.
The presentation was conducted by
Continued on Page 8

3

PLANNER
How to Protect Against the Loss of a Key Employee with Low-Load Life Insurance:
An Idea Whose Time Has Come
By Bert Rubenstein
Bert Rubenstein, CLU, president of
Qualified Insurance Advisors, Ltd., Jenkin
town, PA, explains how low-load life
insurance can effectively minimize the
economic losses resulting from the loss of
key employees.

Most companies and business owners
serviced by CPAs carry many different types
of insurance. They insure everything from
buildings and equipment to inventories and
employee health care. They even insure
against product and service liabilities. None
of this insurance is inexpensive, but the risk
of doing without it far outweighs its cost. It
is ironic that so many companies do not
insure against one of the most devastating
losses a company can suffer: the loss of its
key people.
I am not referring here to the group life
insurance coverage that benefits all employ
ees. Rather, it is the coverage your clients
should have on key employees, particularly
those who make the critical difference
between business success and failure. Many
companies carry key employee insurance on
their chief executive and chief operating
officers, but all too often the company stops
there. It shouldn’t! What about the con
troller, who knows the accounting system
backwards and forwards? What about the
sales manager, on whom company earnings
depend? What about the head of research
and development, whose last three product
designs are the company’s most successful?
If your clients neglect to insure these and
other key employees, they expose their
companies to substantial risk and potential
loss of earnings.
Life insurance bought the traditional way
does not always serve your client’s best
interests in protecting against key employee
losses. It is true that traditional life insurance
does provide your clients with a lump sum
death benefit if an insured employee dies;
however, what happens if the employee sim
ply quits or is terminated within a couple of
years after being hired? Your clients may
have paid high premiums on traditional life
insurance, resulting in a substantial drain on
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against the loss of a key employee benefit
like never before.
Your clients will save significant
amounts of money on premiums because a
major element in the low-load insurance
concept is the high surrender value in rela
tionship to the premium paid. Starting even
with the first year, the policy owner will find
there is little or no risk involved when a lowload life insurance policy is used, since in
many cases, the first year’s cash values
equal or exceed the premiums paid.
Commission-free, low-load life insur
ance is the state-of-the-art in insurance

assets, yet they will not realize any return on
their investment in key employee life insur
ance. Not only that, they will be further
penalized because they incur the acquisition
costs of identifying and hiring a new key
employee.

Commission-Free, Low-Load
Life Insurance
However, a solution does exist; one that,
while revolutionary in the industry, is amaz
ingly simple in concept and application. It is
called commission-free, low-load life insur
ance. Companies that purchase it to protect
Table I

Projected Values
of Low-Load Commission Free Life Insurance
Date: 1/15/1992
Low-Load
Interest Rate
8.25%

Male
Age
46

For: Keyman Insurance Coverage
Initial
Initial
Payment
Death Benefit
16,000
1,000,000

(3)
Yearend
Surrender
Value

16,000

16,203

16,461
16,848
18,617
20,311

16,203
32,664
49,512
68,129
88,440

1,000,000

16,000
16,000
16,000
16,000

6,107
6,663

93,143
98,274
103,872
109,979
116,642

1,000,000
1,000,000
1,000,000
1,000,000
1,000,000

7,267
7,731
7,948
8,196
8,431

123,909
131,640
139,588
147,784
156,215

1,000,000
1,000,000
1,000,000
1,000,000
1,000,000

8,816
9,151
9,508
9,859
10,218

165,031
174,182
183,690
193,549
203,767

1,000,000
1,000,000
1,000,000
1,000,000
1,000,000

—

—
1
2
3
4
5

6
7
8
9
10

(4)

(2)
Surrender
Value
Increase

(1)

Year

______________________

Tax-Free
Death Benefit

Net
Payment

____ 0
0

\o

No Reduction In Assets
No Charge To Earnings

_____________ ______
Accumulation fund
to hire a replacement
—

0

0

11
12
13
14
15

0
0
0
0
0

16
17
18
19
20

0
0
0
0
0
80,000

Designed with
vanishing premium

4,703
5,131
5,598

Cash To Fund
Salary Continuation
Program

AICPA PFP Division

Death
Benefit

1,000,000
1,000,000
1,000,000
1,000,000
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design. Not only have the majority of mar
keting costs been removed, but so have most
payments to the agent, including first year
and renewal commissions, office and other
expense allowances, agent retirement plans,
recruiting and training allowances, conven
tions, and agency housing. These sales and
marketing expenses typically amount to
between 80% and 150% of the traditional
first year premium.
It is understandable that corporations are
often reluctant to insure a relatively new
employee, even one in a key position. With
traditional universal life insurance products,
it may take 8, 10 or even 15 years for the
cash surrender value to match or exceed the
premiums paid. A typical low-load life
insurance policy could do that in the first
year. The key executive is insured while the
corporation is accumulating money on a tax
favored basis.
When purchasing a low-load policy, your
clients pay a fee that is typically about onethird of the commission charge on a “load”
policy. This fee, which varies, is arranged
separately with the insurance adviser, who
handles the purchase. In most circum
stances, it will be deductible as a consulting
fee. Since the insurance adviser is not influ
enced by the prospect of a large commission
or any other incentive, no reason exists for
him or her to recommend another policy

other than the one which best serves the
client’s needs.
As with other types of insurance, the cor
poration will receive the death proceeds tax
free (with the possible exception of alterna
tive minimum tax) should the employee die.
If the employee terminates for any reason
prior to retirement, the cash surrender value
can be used to offset the cost of hiring a
replacement. This is important, since studies
show that the turnover rate for key employ
ees averages between 10% and 12% per
year. At retirement, the company can use the
cash surrender value to fund a salary contin
uation program for the employee or it can
simply be added to general cash reserves.
The example shown in Table I on page 4,
is a low-load universal life policy designed
for a male age 46. The interest rate used is
8.25%. (Despite the recession, there are few
insurance carriers offering 8.25%.) Total
premiums of $80,000 are to be paid over
five years and the death benefit is a level
$1 million. As shown by the illustration,
cash surrender value is always greater than
the premiums paid. Since there are no backend charges, the company can always

recoup its cash investment.
Table II, below, shows a comparison
between the premiums paid and the cash
value available for the first five years of a
typical life policy. This is the period when
the highest rate of turnover takes place and
is also the time when the turnover could
have a negative effect on the company’s bal
ance sheet. As shown, if a key person
terminates after 1 year of employment, the
company would recoup only 1.22% of the
premiums it has paid into a traditional pol
icy, while the return on the low-load policy
would be 102.02%. If the key employee left
after the second year, only 44.04% of the
premiums paid into a traditional policy
would be available as cash value, while the
low-load policy would yield 105.25% of
the amount paid in. Even in the fifth year,
the low-load policy still outperforms the
traditional one.

Best of Both Worlds
The bottom line to all of this is quite sim
ple. If a company can protect itself from
Continued on Page 7

TABLE II

A Life Saver

When Can Low-Load
Life Insurance Be Used?
Business Uses
Key Man Insurance
Buy-Sell Agreements
Executive Bonus Plans
Stock Redemption Plans
Salary Continuation Plans
Split-Dollar Arrangements
Deferred Compensation Programs
Selective Executive Retirement Plans

Individual Uses
Family Security
Estate Taxes
Capital Transfer Program
Education Funding for Children
and Grandchildren

Year

Percent of Cash Value
to Premium Paid

Year 1
Year 2
Year 3
Year 4
Year 5

Low-Load
102.02%
105.25%
106.27%
109.18%
112.79%

Traditional
1.22%
44.04%
59.48%
64.64%
70.78%

AICPA PFP Division

■ Low-Load Premium
□ Low-Load Cash Value

■ Traditional Premium
□ Traditional Cash Value

5

PLANNER
The Benefits of Age:
A New Twist to
Profit-Sharing Plans
By Robert S. Mermelstein
Robert S. Mermelstein, CPA, founder and
partner ofAmerican Planning Services Inc.,
Pittsburgh, PA, and Chairman of Penn
sylvania Institute of CPAs Personal
Financial Planning Committee, explains
how age-weighted profit-sharing plans
work and how they can benefit small
business owners.
When we entered the ’ 80s, old concepts
in retirement planning began to change. No
longer were many of our corporate clients
and their employees best served by defined
benefit plans. Investment returns were
skyrocketing and employees were not
sharing in the enormous growth in the
underlying values of their retirement plans.
Discrimination rules became more restric
tive. Long-term benefits were becoming
inadequate to compensate for increased life
expectancy. Other forms of retirement plans,
particularly 401 (k) profit-sharing plans,
seemed better suited to our clients’ and their
employees’ needs.

Birth of Age-Weighted Plans
In September 1991, the Internal Rev
enue Service issued final regulations for
provisions of qualified retirement plans
governing nondiscrimination, permitted
disparity and compensation. These new
regulations introduced an alternative to
the old-style profit-sharing plan: the ageweighted profit-sharing plans. The effect
of the new plan is to maximize the alloca
tion the owner pays into the retirement
fund, while minimizing allocations for the
younger employees.

Traditional Profit-Sharing Plans
To better understand this new form of
defined contribution plan, remember that
contributions have traditionally been allo
cated to plan participants according to their
salary only. Thus, ignoring the effect of
plans integrated with social security, all
participants receive an allocation of up to
15% of covered compensation.
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Age-Weighted Plans
The new final regulations introduced a
new method of testing a defined contribu
tion plan for discrimination under Internal
Revenue Code (IRC) Section 401 (a) (4).
This new method tests on a “benefits” basis
instead of on a “contribution” percentage.
Under these new rules, if a profit-sharing
plan passes the benefits test, the plan is
deemed to be nondiscriminatory.
The age-weighted profit-sharing plan
passes the general nondiscrimination test of
the new regulations (testing a “contribution”
plan on a “benefits” basis) by restructuring
compensation groups into rate groups and
proving that each rate group satisfies
the coverage requirements of IRC Section
410 (b). Simply stated, the plan is designed
so that no “highly compensated employee”
receives a projected benefit at normal
retirement age greater than any “non-highly
compensated employee.” While traditional
profit-sharing plans are tested for discrimi
nation on the basis of equal contributions
in the current year, age-weighted profitsharing plans are tested for discrimination
on the basis of equal benefits at normal
retirement age.
The term “age-weighted” best describes
the effect of this new hybrid form of profitsharing plan. Both salary and age are factors
in determining allocations among the
participants. Like all profit-sharing plans,
the employer’s contribution deduction is,
in the aggregate, limited to 15% of partici
pants’ salaries, but any one individual
could receive as much as 25% of salary as an
allocation (limited to an annual contribution
addition per participant of $30,000).

Scenario
Consider the following
scenario:
George Washington
started a small axe manu
facturing company, Cherry
Axe Handles, Inc., in 1965.
The company has grown
only moderately over the
years, but George has,
nevertheless, reaped con
siderable financial return.
In 1979, George’s daughter,
Mary, joined the company
and she now owns 20% of

the company stock. George had never done
a very good job at retirement planning. He
had evaluated a defined benefit program a
few years back but was a little concerned
with the nondiscretionary contributions that
would have to be made annually regardless
of the company’s financial condition. Like
many small companies, this company has an
older majority owner and, primarily, a
much younger staff. Consider the census
information in Table I, below.
George, like most small business owners,
wants to contribute toward his employees’
retirements. He is, however, most interested
in contributing toward his own retirement
and has asked you, his CPA, to propose a
retirement program designed to create max
imum contributions for him and minimum
contributions for his employees. He figures
that once he retires in a few years, his
daughter can reconfigure the plan to best suit
her interests and that of the employees.
You decided to determine the company’s
annual contributions of three types of profitsharing plans: (1) traditional, (2) integrated,
and (3) age-weighted. The results of each
type are given in Table II on page 7. The
results indicate that not only have you been
able to maximize George’s allocated share
of the profit-sharing contribution at $30,000,
but you also managed to reduce the
company’s contribution to nonfamily par
ticipants to $9,436 for an age-weighted
profit-sharing plan — compared with
$37,500 for a traditional profit-sharing plan
and $27,461 for an integrated plan. Thus,
George and Mary’s share of the total profitsharing contribution is as follows: traditional
profit-sharing plan is 54.6%; integrated

Table I
Employee
George Washington
Mary Washington
A. C. Deecee
Beaver Cleaver
Cherry Tarts
Jeepers Creepers
Jimmi Chef
Martha Custis
Itsy Bitsy
Woody Noll
I. M. Cheap

AICPA PFP Division

Age

Salary

Stock

62
38
40
32
56
34
36
22
36
21
24

$200,000
100,000
60,000
40,000
30,000
25,000
25,000
25,000
20,000
15,000
10,000

80%
20%

$550,000
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bution in the traditional method as a
ratio of total compensation. AgeTraditional
Integrated
Age-Weighted
Profit-Sharing % of
Profit-Sharing % of
Profit-Sharing % of
weighted compensation is calculated
Salary
Allocation Salary
Allocation Salary
Allocation Salary
Employee
by discounting each participant’s
$30,000 1 5.00%
George Washington
$200,000
$30,000
15.00%
$30,000
15.00%
salary from the normal retirement age
13,418
13.42%
3,000
3.00%
Mary Washington
100,000
15,000
15.00%
to
the current attained age at an allow
1,800
3.00%
9,000
15.00%
6,786
11.31%
A. C. Deecee
60,000
able
interest rate (say, 8.5%). The
1,200
3.00%
15.00%
4,353
10.88%
Beaver Cleaver
40,000
6,000
3,265
10.88%
2,836
9.45%
ratio of each participant’s age4,500
15.00%
Cherry Tarts
30,000
2,720
10.88%
750
3.00%
25,000
3,750
15.00%
Jeepers Creepers
weighted
compensation
will
10.88%
750
3.00%
3,750
15.00%
2,720
25,000
Jimmi Chef
determine the participant’s share of
10.88%
750
3.00%
3,750
15.00%
2,720
25,000
Martha Custis
the plan contribution. Of course,
2,177
10.88%
600
3.00%
20,000
3,000
15.00%
Itsy Bitsy
some fine tuning is required if any
1,632
450
15.00%
10.88%
3.00%
15,000
2,250
Woody Noll
participant
exceeds the annual contri
300
3.00%
15.00%
1,088
10.88%
10,000
1,500
I. M. Cheap
bution
limitation
as determined by
$82,500
$70,879
$42,436
$550,000
ERISA and/or the plan is considered
to be top heavy (as in the case of
Salary of
our
illustration).
Plan
individual participant
profit sharing plan, 61.3%; age-weighted
Contribution
Sum of all
Existing traditional profit-sharing plans
profit sharing plan, 77.8%
participants’ salaries
can
be amended to an age-weighted plan. Cur
As you can see, the top heavy rules apply
rently,
prototype age-weighted plans are not
Conversely, age-weighted profit sharing
because nonkey employees in such a plan
permitted
for these new plans, and your clients
plans allocate contributions to participants in
must receive a minimum contribution of
would
be
required to submit the amended
this manner:
3% of covered compensation.
Present Value of 1 % benefit @ NRA
plans to the IRS for a Letter of Determination
Plan
for individual participant
as an individually designed plan.
Allocation Methods
Contribution
Sum of all present values
for all participants
The age-weighted profit-sharing plan
Without going too deeply into the
offers your closely held business clients new
The projected benefit is determined using
technical aspects of the age-weighted
qualified plan design opportunities. Though
allowable IRS assumptions relating to mor
profit-sharing plan, it might be helpful to
certainly not a retirement planning concept
tality and interest. A typical combination is
mathematically depict the contribution
for all situations, the age-weighted plan can
the 1984 Unisex Mortality Table and 8.5%
allocation methods for traditional and ageprovide business owners the maximum allo
interest. A simpler allocation method that
weighted defined contribution plans. The
cation of contribution while retaining the
arrives at the same mathematical result is to
formulas are illustrated below.
low cost and contribution flexibility of the
determine an age-weighted compensation for
Traditional profit-sharing plans allocate
traditional profit-sharing plan. ♦
each participant and then allocate the contri
contributions to participants as follows:
TABLE II

How to Protect Against the Loss of a Key Employee
with Low-Load Life Insurance
Continuedfrom Page 5

having financial difficulty from the death of
a key employee, and it could be assured that
it can get back as much as 100% of the
premiums it has paid if the policy is surren
dered, it has achieved the best of both
worlds. This can be accomplished with
the use of low-load insurance. Your clients
are best served when you recommend
they consider the use of commission-free,
low-load life insurance. With the significant
premiums paid by companies today for
all types of insurance, low-load insurance
is truly an idea whose time has come.
This article illustrates just one use of
low-load insurance. The concept will work

in many other life insurance applications
(see sidebar on page 5 for other possibilities).
There are a limited number of companies
that issue commission-free, low-load life
insurance policies. Generally, the large com
panies with staffs of in-house agents are not
active in this market. However, policies are
available from some of the smaller com
panies, most of whom are highly rated and
have excellent balance sheets.
For more information about low-load
life insurance contact Bert Rubenstein,
CLU, Jenkintown, PA, 215-885-0372, or
Judith Maurer of Fee For Service, Inc.,
Tampa, FL, 1-800-874-5662. ♦

AICPA PFP Division

PFP MarkeTING TIP

Lunch Hour PFP
To generate new business, one firm
offers its clients one hour of free consult
ing time over lunch for which the client
pays. The same idea can be applied
to financial planning over breakfast.
Both you and your clients benefit. Your
firm gets new business and your client
gets financial advice for the price of
a breakfast or lunch, a deductible busi
ness expense.
If you have a marketing or practice tip
that you want to share with the readers,
please submit your tip to the PFP Divi
sion Clearinghouse, AICPA, Harborside
Financial Center, 201 Plaza III, Jersey
City, NJ 07311-3881.
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Accounting Educators Gather to Learn about PFP
Continuedfrom Page 3

Arthur Andersen & Co. partners David M.
Bradt, partner-in-charge of PFP and Family
Wealth Planning practices; Wallace L. Head,
Worldwide Director of Individual Services
and member of the AICPA Legislation and
Regulation Subcommittee; and Michael
Janicki, New York Metro Regional Director
of PFP and Family Wealth Planning prac
tices. I represented the AICPA PFP
Division. In addition, Dr. Michael Davis,
head of the University of Baltimore School
of Accountancy, shared how he successfully
implemented a PFP program at his univer
sity and led a discussion on the opportunities
and pitfalls of offering PFP in the account
ing curriculum.

Time is Running Out!

Successful Seminars
This was the second consecutive year
that the PFP Division and a Big Six account
ing firm conducted a PFP seminar in
conjunction with the AAA's annual confer
ence. This year’s seminar was completely
sold out before the conference started. The
participants gave high marks for the quality
of the seminar and the usefulness of the
information.
If educators missed this seminar, the PFP
Division and Price Waterhouse will be con
ducting a new PFP seminar at next year’s
AAA annual meeting in San Francisco.
More information about this seminar will be
published next spring in the Planner. ♦

December 24 is the deadline for signing up for the

January 10, 1993, PFS exam in San Diego, CA.

AICPA “The Measure of Excellence"
American Institute of Certified Public Accountants

Harborside Financial Center
201 Plaza III
Jersey City, NJ 07311-3881

State PFP Legislative
Activity Heats Up
Continuedfrom Page 1

became effective October 1, 1992.

■ District of Columbia: Legislation bill
9-495 that parallels the North America
Securities Administrators Association
Model Amendments was introduced in
April. The proposed language expands
the definition of investment adviser to
include financial planners. At a June
hearing, the D.C. Institute of CPAs testi
fied that the language of the professional
exemption should be clarified to include
the AICPA model language. Further
action is expected when the City Council
resumes work this fall.

■ Oklahoma: SB 865 modifying the defi
nition of investment adviser passed. The
new definition deletes the reference to
“holding out” as a financial planner and
provides for an accountant exclusion to
the investment adviser definition. This
bill became law on July 1, 1992. ♦
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